




















It Couldn’t 
Happen 


PPVUESE ARE DAYS when decisions 
| to buy or sell stocks are in- 
fluenced strongly by statistical re- 
search: investors are thinking of 
dividends. yields. incomes — less 
inclined to be stirred to enthusi- 
asm over price “bulges” or quickly 
disturbed by a market reversal. 
Granted. people are better off 
with modern research methods and 
a more conservative. informed at- 
titude stocks. Still. it 
doesn’t hurt to recall other times 


toward 


and review odd happenings that 
erew out of less responsible trans- 
actions. for the trader’s “weal or 
woe.” 

Like the advertising man who. 
before sailing for Europe in 
March. 1928. asked his broker to 
buy for him 75 shares of General 
Motors and then sell it. while he 
was abroad. at a $45 advance. 

“Maybe [can pay for the trip 
that way.” he said. 

*Maybe you can't. too.” the 
broker objected. “Look. the market 
has been sagging for two weeks. 
Forty-five points! Too much. Why 
not try for less?” 

“No. Let it ride. The stock will 
he paid for. | won't do any worry- 
ing about it.” 

The orders were placed. the 
stock was bought at a shade more 
than S150 a share (the “old” Gen- 


eral Motors stock) 


and sold 






at $196 a share before the travel- 
ers ship reached Naples 16 days 
later. The $3.375 profit paid for 
the trip of seven weeks for two 


persons. 
And the starry-eyed novice 
(there were lots of them in 1928) 
who started to speculate with 
$9,000 capital early that year. He 
had himself a good time. going 
with the bullish tide, taking a 
profit every little while. jumping 
from one “fast mover” to another. 
Before long. he fancied himself 
as a “tape reader.” an expert on 
short-term swings. He liked to 


spend hours hanging over the 
whirring ticker, apparently a 


successful venturer in one of the 
toughest jobs to be found any- 
where. 

At the end of six months. de- 
spite numerous profits from “in 
and out” transactions, he had lost 
$3.000 although he had been trad- 
ing in a rising market and had 
never sold short. He managed to 
lose money because he had been 
frightened into selling out fre- 
quently on price dips. his total of 
small losses outweighing the total 
of transient profits. 


Witiiam W. Craic. 
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SMALL INVESTORS 
BUILD BIG BUSINESS 





Research worker tests sensitivity of 
new-type_ television picture tube. 

TS THE LITTLE FELLOW who 

huilds and owns big business! 
In the United States, where the 
standard of living is by far the 
highest in the world, only about 
2,000,000 people have an annual 
income of $8,000 or more a year. 
according to income tax figures. 
There are only a few thousand 
millionaires out of our total popu- 
lation of more than 150,000.000. 
Yet, according to the best esti- 
mates, between 12.000.000 and 
15,000,000 Americans own at least 
one or more shares of stock in a 
business enterprise. Many of them 
have invested a major part of their 
life savings in corporation stocks. 

Who is it who supplies the 
money that is building big busi- 
ness today? Who is it who owns 
hig business? Is it the millionaires, 
the rich men, the  big-money 
fellows? 


By Don G. MitcHELL, President. 


Sylvania Electric Products Inc. 


No! It used to be the big fel- 
lows that furnished the capital 
and. as a result, they built, owned 
and ran the important businesses 
of the country. We might have 
called that the era of private own- 
ership. Inheritance taxes and fed- 
eral income taxes are changing 
that situation. 

Today it’s the small investor. 
for the most part. who furnishes 
the money that builds big business. 

Let me give you an example. A 
few weeks ago my company, Syl- 
vania Electric Products Inc., sold 
400,000 shares of common stock. 
Who bought that stock? Our finan- 
cial officers tell me that if these 
400.000 shares have the same scope 
of distribution among purchasers 
as did another issue we sold in 
1949——and it appears from early 
indications that they did have- 
we will have added about 4.000 
new names to our list of stockhold- 
ers. This means that the average 
purchase was in the neighborhood 
of 100 shares. or about $2.900. 

Before we sold this issue, we 
had 12.500 
stock, with an average holding of 
116 shares. out of 


owners of common 


Seven every 
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eight of those stockholders own 
100 shares or less. Sixty per cent 
of them hold 50 shares or less. with 
the largest group of owners in the 
11-to-50 share category. Sylvania’s 
officers and directors among them 
own less than 2 per cent of the 
common. shares outstanding and 
the largest stockholder of record is 
the widow of one of three owners 
of one of the companies that 
merged in 1931 to form Sylvania 
as it is today. Her holdings also 
constitute less than 2 per cent of 
the outstanding stock. 

Thus it would be very difficult 
to find any one group that owned 
as much as 10 per cent of the total. 
Our officers and directors. in fact. 
do not encourage the purchase of 
large blocks of Sylvania stock. 
They recognize the advantages of 
widespread public ownership of 
our stock and know that. as that 
ownership now is constituted. there 
can be no undue influence brought 
to bear on our management by any 
small group of stockholders. 

Many people feel that one of the 
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Don G. Mitchell taught high school mathe- 
matics for a brief period in the mid-1920s 
before launching a career of selling and 
corporation management. He was called 
to Sylvania as vice president in charge 
of sales in 1942 and was elected president 
in 1946 when he was 41 years of age. 
Since the end of the war, Sylvania has 
increased its sales each year. Sales volume 
of $162 million in 1950 compared with 
about $20 million in the best pre-war year. 


chief gains brought about by a 
wide distribution of capital stock 
has been a trend toward sounder 
business practices. Prudence is a 
far more important factor now in 
the running of a business than it 
ever was before. It is reasonable 
to assume that one reason why this 
is true is because the directors and 
officers feel a deeper sense of trus- 
teeship now that the stockholders 
have become legion. 


Greater Public Trust 


Recently I questioned an ac- 
quaintance of mine about this. a 
real veteran of corporate affairs 
who has served a number of com- 
panies as a director. 

“Thirty years ago,” he said, 
“the directors of a company felt 
they were handling the business of 
their friends and well-to-do peo- 
ple like them. Occasionally they 
felt they could afford to take the 
long chance. All that has been 
changed. Nowadays we know the 
average stockholder is a small in- 
vestor—perhaps with a large por- 















































tion of his savings tied up in the 
stock of one company. 

“Risk always is necessary in the 
operations of a company that is 
erowing, but it is a calculated risk 
based upon research, market an- 
alysis and all the other technical 
procedures that now enable busi- 
ness to plot future moves with a 
substantial degree of certainty as 
to what the results will be. Every 
move we make is considered from 
the point of view of advantage and 
security to the stockholder.” 


From Small Beginnings 


The pattern of American indus- 
try most frequently has been the 
starting of small concerns on a 
shoestring basis and then steady 
growth until they became- impor- 
tant organizations with many hun- 
dreds or thousands of employees 
and stockholders. Small companies 
as a rule don’t need a great deal 
of capital to operate. In the first 
stages of a company’s growth the 
owners usually can plow back 
enough of the earnings to take care 
of all expansion needs, such as im- 
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Through research, Sylvania has built 
a diversified product line. 


proved machinery, heavier pay- 
rolls, possible factory enlargement. 
and larger inventories. 

When 


the way 


a company is really on 
up. however — what is 
called a “growth company —there 
almost always comes a time when 
the earnings available for plowing 
back into the business are not suf- 
ficient to take care of necessary ex- 
pansion. That is usually the point 
at which the owners decide to sell 
stock to the general public - 
other words, 


- in 
to sell shares of the 
business to a out- 





great many 


siders. 
To 

Sylvania, I think, is a typical ex- 
ample of a company that has 
passed gradually from small be- 


Transition Wider Ownership 


ginnings and private ownership 
into public ownership. We are 50 
years old this year. Our founding : 
dates from July 31. 1901, when 


Employe teams strive to win contest 
for high quality output. 
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Frank A. Poor gave a $3,500 check 
in exchange for a half interest in 
a tiny firm in Middleton, Mass., 
engaged in the business of renew- 
ing burned-out light bulbs. That 
$3,500 was the first investment in 
Sylvania. Mr. now vice 
chairman of the board of direc- 
tors. held all the stock of the com- 
pany until 1916, 


Poor, 


Higher Dividends to Owners 


The company’s stock first was 
offered to the public in 1928 and 
since then we have paid dividends 
(and earned them) in every year. 
Last year we paid an all-time com- 
pany record of $2,900,000 in com- 
mon stock dividends, more than 
six times as much as in 1940. Since 
the end of World War IT, Sylvania 
has added a total of $39,000,000 
in new money, more than half of it 
from the sale of common stock. 
Twenty years ago the company 
had fewer than 700 stockholders 
and the average holding was more 
than 500 shares, in marked con- 
trast to our present widespread 
ownership. 

When you stop and think about 
it. it’s entirely logical that all those 


12,000,000 to 15,000,000 small 
fellows should have climbed 
aboard the corporation-owning 


band wagon. All you have to do is 
to review the changes in the Amer- 
ican economy over the past 30 
years or so to see why. 

Back in 1920. the yield on high- 
grade corporate bonds was over 
6 per cent—an excellent return on 
a safe 


investment. Stock owner- 
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ship, as I already have pointed out. 
was a more risky proposition in 
those days, so the small saver gen- 
erally bought mortgage bonds 
when he went into the securities 
market at all. On the other hand, 
the rich man, not bothered much 
by the relatively light tax rates of 
30 years ago, could afford to take 
a risk and put a large portion of 
his wealth into common stocks. 
where the yields frequently were 
spectacular. 

The situation today is almost 
the exact opposite. The wealthy 
men have to pay heavy taxes. To 
them, larger earnings and bigger 
dividends now are of less incentive. 
Investment in common stocks of 
growth companies, where there is 
always an element of risk, is less 
likely to attract those with incomes 
so large that the return left after 
taxes is no more, if as much as. 
that which is received on extra safe 
tax-free bonds. Those in the small 
and middle income brackets, how- 
ever, want more money to make 
ends meet. Impressed by the desire 
of management to run industry for 
the benefit of every stockholder- 
owner, they are going more and 
more into capital stock investment. 

So. I repeat, it is the savings of 
the little fellow that are now ena- 
bling America to expand its small 
growth industries into big ones 
and to increase its productive ca- 
pacity many-fold. I know these 
savings have enabled Sylvania to 
erow from a sales total of $5.- 
800.000 in 1932 to $20,600,000 in 
1941 and $162.000.000 in 1950. 


FIRST-HALF DIVIDENDS 
SET HIGH RECORD 


wners of dividend-paying 
common stocks listed on the 
New York Stock Exchange received 
record-breaking income from their 
shares in the first half of 1951. 
Of the 1,049 common stocks on the 
Exchange, 922 paid dividends in 
the first half year. These payments 
totaled $2,454,545,000—17.3 per 
cent more than in the same period 
of 1950. 
For the ninth successive year, 
six months’ dividends were larger 
than in the preceding year. 





The average yield on the 922 
dividend-paying stocks, based on 
market prices of June 29 and cash 
dividends paid in the 12 months 
ended June 30, is estimated at 6.7 
per cent. This is an estimate of the 
median average—that is, the mid- 
dle figure when the yields of all of 
the individual stocks are arranged 
in order from lowest to highest. 

While many market observers 
had looked for a leveling off of 
stockholder income, due to higher 


corporate taxes and the change- 
over to defense production, divi- 
dends have surged upward instead. 
More than 45 per cent of the 922 
dividend payers made larger per 
share disbursements than in the 
same period of last year. Another 
406 stocks paid at the same rate; 
only 87 issues paid a smaller divi- 
dend than in the 1950 period. 

The upward dividend trend 
gained momentum in the second 
quarter. 

At the end of March, 10 of the 
industrial groups listed in the table 
on the next page showed lower 
total payments than in 1950's first 
quarter. By June only five groups 
—amusement, financial, leather, 
shipbuilding and operating, and 
tobacco—lagged behind last year. 

The industries with the best per- 
centage gains are shown below. 


Per Cent Gain in Dividends 
Ist Half 1951 vs. Ist Half 1950 


Textile 37.4% 
Mining 36.1 
Automotive - 31.4 
Paper & Publishing 28.0 
Petroleum & Natural Gas . 28.0 
Rubber . 26.5 
Steel & Iron . 25:5 


For another nine industries the 
gains in aggregate payments 
ranged from 10 to 25 per cent. 

For the leather and tobacco in- 
dustries the declines in dividend 
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cial, 19.3 per cent. 


With $3.5 to $4 billion in de- 
fense contracts being awarded each 





payments were relatively minor, 
amounting to 0.4 and 2.1 per cent, 
respectively, Amusement industry 
dividends experienced a decline of 
8.5 per cent; shipbuilding and op- 
erating, 17.4 per cent: and finan- 





month, business analysts forecast 
that the public’s buying power will 
reach a new peak next winter. If 
hard goods are in short supply, 
they expect people to spend more 
money for amusements, clothing, 


and other light consumer goods. A 


high level of business activity ap- 
pears as the logical prospect. 





CasuH DIvipENDs on N. Y. S. E. Listep COMMON STOCKS 
Ist 6 Months, 1951 vs. Ist 6 Months, 1950 


Ni 

Issues in 

Industry Group 
Aircraft 24 
Amusement. . . . . . 23 
Automotive . .. ° + «oe 
Building Trade . . . . 30 
Chemical . . . . . . . 80 
Electrical Equipment. . 21 
Farm Machinery 7 
Financial e & BS ee 32 
Food Prod. & Beverages 70 
Leather & Its Products . ia 
Machinery & Metals . 103 
Mining aA» = & SR ate 


Office Equipment. . . . 10 
Paper & Publishing . . . 36 
Petroleum & Natural Gas 47 
Railroad & R.R. equip. . 81 


Real Estate . . . . . .10 
Retail Trade . . » « 0 
a ee a ee 
Shipbuilding & Oper. . . 11 
Steel & Tron . . . . . 39 
rextile sé oe & @ wo 
Tobacco ...... «16 
Utilities . . .... 2101 
U.S. Cos. Oper. Abroad . 25 
Foreign Companies . . . 18 
Other Companies. . . . 18 


TOTAL <2 » + oe 


No. Div 
Payers 
Ist 
6 Mos. 
1951 
15 
17 
62 
29 
75 


1) 


94 
17 
12 


17 


Div Div. Div. 
8 6 2 
5 9 3 
37 19 6 
14 15 
45 26 5 
5 5 2 
$ 2 2 
14 1] 1 
17 39 7 
; t l 
51 36 12 
4 8 l 
2 6 ] 
15 10 6 
27 17 1 
2) 35 4 
5 2 1 
17 40 7 
6 3 — 
— 6 3 
26 4 4 
23 17 2 
—_ 13 2 
35 57 3 
12 2 3 
4 7 3 
9 6 2 
436 406 87 


Est. 


Payments 
6 Mos. 1951 
Increased Same Reduced (000 omitted) 


$ 18,775 
29,693 
276,489 
28,162 
273,971 
66.512 
27,732 
39.065 
107,363 
9,501 
82,361 
89,928 
15,386 
43,189 
366,257 
120,332 
7,207 
142,179 
18,156 
5,976 
115,675 
46,462 
39,468 
378,629 
37.255 
51,101 
17,121 


$2,454,545 


Per Cent 
Change 
+-23.0% 
— 8.5 
+31.4 
+17.6 
+-14.6 
+ 1.1 
+ 7.6 
—19.3 
+ 2.8 
— 0.4 
+14.8 
+36.1 
+ 0.6 
+-28.0 
+28.0 
+21.3 
+16.9 
+10.5 
+26.5 
—17.4 
+25.5 
+ 37.4 
— 2.1 
+13.3 
+36.0 
+ 9.7 
+21.4 
417.3% 















IN THE 
DEFENSE 
ECONOMY 


By Roy L. Reterson, 
Vice President, 
Bankers Trust Co., New York 


YINCE THE OUTBREAK of war in 
Korea, the commercial banks 
of the United States have been 
called upon to meet the largest de- 
mand for credit in their history. 
In the second half of last year, 
bank loans increased by an un- 
precedented $8 billion, or 18 per 
cent. Loans to business, consumer 
credit and mortgage loans all rose 
sharply. Since then, the rate of 
growth in total lending has tap- 
ered off significantly, but loans to 
business. which are the largest 
single category of bank loans. con- 
tinued to rise in the first three 
months of 1951. Thereafter. they 
have leveled off at a time of year 
which normally brings a seasonal 


decline in business borrowings. 






BANKING 


The reasons for this great up- 
surge in borrowing are not dif- 
ficult to find. Even in the months 
before the Korean war, our econ- 
omy was expanding. In general, 
production was high, business was 
brisk and price trends were firm. 
The outbreak of war in Korea led 
to the launching of a great re- 
armament program and intensified 


the worldwide fear that World 
War III might be imminent. There 
was apprehension that foreign 


supplies of raw materials might be 
shut off and that the defense pro- 
gram would rapidly bring short- 
ages in civilian goods. 

This inevitably led to a scramble 
for goods by Govern- 
ment and the general public. Bus- 


business, 

their inven- 
tories and expanded their plant 
and 
erams. The Government greatly 
intensified its stockpiling pur- 
chases. Consumers stepped up their 
buying significantly. All this con- 
tributed to a sharp rise in indus- 


inessmen increased 


equipment spending _ pro- 


trial production and a bidding up 
of prices all along the line. 

These developments greatly in- 
creased the demands for funds and 


Businessmen have _ increased 
their spending for new plants. 


EWING GALLOWAY 











Roy L. Reierson is Vice Presi- 
dent of the Bankers Trust Co., 
assigned to the Economic and 


Business Research Depart- 
ment. An analyst of economic 
and financial problems, he has 
been on the faculty of the 
School of Business Adminis- 
tration at New York Univers- 
ity. He holds the degrees of 
Doctor of Philosophy and Mas- 
ter of Business Administration 
from Northwestern University. 











posed real problems for the com- 
mercial banks. Obviously, con- 
siderably more credit was needed 
to keep the wheels of industry 
turning and goods rolling to mar- 
ket. However, the increase in bank 
loans also meant that borrowers 
had more funds available, some of 
which may have been used to com- 
pete for scarce goods, thus help- 
ing to push prices up even further. 

Some people have argued that 
the rapid increase in bank loans 
was mainly responsible for the 
post-Korea inflationary boom. It 
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is of course not possible to ap- 
praise precisely the degree to which 
any one factor contributed to the 
recent price rise. However, the 
growth in bank loans, while large, 
is not impressive when compared 
with the $240 billion of liquid 
assets in the hands of individuals 
and business corporations. 

Even without borrowing from 
the banks, both individuals and 
business had ample funds with 
which they could, and did, bid up 
prices after the outbreak of war. 
Testifying recently before the 
House Ways and Means Commit- 
tee, Secretary of the Treasury 
Snyder observed: “If the increase 
in borrowing had been cut down 
drastically, there is no assurance 
that the price rise since Korea 
would have been much less dra- 
matic.” 


Commodities Led Price Rise 


Much of the recent price rise 
reflected a worldwide demand for 
scarce raw materials. The largest 
increases were in the prices of im- 
ported commodities, such as bur- 
lap. hides, rubber, wool and tin. 
which as a group jumped more 
than 50 per cent since Korea, while 
wholesale prices in general are up 
about 15 per cent and living costs 
less than 10 per cent. 

The significant increase in wage 
rates over the past 12 months was 
a further cost- and price-raising 
factor. Also, the widespread talk 
of impending shortages and of 
Government controls naturally 
stimulated price mark-ups. 








= 


Turnout in New York City’s department store price war showed “““* 
the public had money to spend. 


Developments of this nature are 
hardly affected by bank lending 
policies. On balance, it is safe to 
say that most of the increase in 
bank loans was the consequence 


rather than the cause of higher 
prices. 
Yet in a war-scare environment 


there is always the danger that 
credit expansion may increase the 
speculative fever and accentuate 
the inflationary forces. Sound re- 
straints on credit expansion help to 
check buying and spending, and 
very properly have a place in the 
Government's anti-inflationary pro- 
gram. Consequently, since Korea, 
the Federal Reserve System has 
taken a number of steps to curb the 
growth of private credit. 

One of the first steps, taken last 
September, was to issue Regula- 
tion W, which re-established con- 
trols over consumer credit. Soon 
thereafter, Regulation X was is- 
sued. by which, for the first time, 


controls were imposed on credit 
for new residential construction. 
Furthermore, the Federal Reserve 
Board early this year raised the re- 
serve requirements of 
banks. 

In addition, steps of a broader 
nature were taken to restrain the 
lending and investing activities of 
banks and other financial institu- 
tions generally. An important de- 
cision of the monetary authorities 
was to modify the policies followed 
in supporting the prices of Gov- 
ernment securities. 

In the post-war years, while 
short-term interest rates had been 
permitted to rise substantially, the 
policy had prevailed of support- 
ing long-term Government bonds 
above par and at pegged levels. 

In March of this year, the Fed- 
eral Reserve, with the accord of 
the Treasury, adopted a more flexi- 
ble support policy, designed to al- 
low the market forces to have more 


member 
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effect on the prices of Govern- 
ment securities. Under this policy, 
Treasury bonds were permitted to 
move below par for the first time 
since 1937. However. the declines 
have not been of major propor- 
tions, and the Federal Reserve has 
continued to purchase Government 
securities whenever it felt such op- 
in order 
to maintain an orderly market. 


erations were necessary 

The intent of this far-reaching 
action was to discourage not mere- 
ly the banks. but also the life in- 
surance companies and other in- 
from Govern- 


stitutions. selling 


order to meet 


private demands for credit. The 


ment securities in 
prospect of loss on such sales and 
the higher interest rates charged 
were expected to act as restraints 
upon the growth of private credit. 


Large Treasury Financing Ahead 


However. a policy of general 
higher 
interest rates, cannot provide the 


ultimate solution of the 


credit restraint. involving 


credit 
problem in a defense economy. 
Large financing operations of the 
which 
militate against a policy of per- 


Treasury are in prospect 
mitting continued declines in Gov- 
ernment security prices. 

Furthermore, the objective is 
not the indiscriminate restraint 
of all types of credit. While it is 
urgent to reduce and eliminate un- 
necessary types of credit, it is im- 
perative that credit be available 
for defense and necessary civilian 
production and for the expansion 
of industrial facilities. 
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An effort is being made to cope 
with this difficult problem through 
a program of voluntary credit re- 
straint designed to permit lend- 
ing for essential purposes while 
curbing unessential credit. This 
program includes not only the com- 
mercial banks but the investment 
bankers. life insurance companies. 
mutual savings banks and savings 
and loan associations as well. 
Various steps and policies are 
felt. Interest 
rates. although still low by his- 
torical comparison, have risen sig- 
nificantly. Credit is not so freely 
available from commercial banks 
and other lenders. Credit policy. 
together with Government controls 


making themselves 


over materials, have helped reduce 
some demands for funds. 

However, with defense produc- 
tion and defense spending certain 
to rise significantly over the next 
several months regardless of in- 
ternational developments, it would 
be a mistake to become complac- 
ent. Inflationary pressures arise 
from many sources; inflation can 
be curbed only by a comprehen- 
sive program in which credit re- 
straint. while important, is prob- 
ably less significant than other 
measures. 

In the present situation, com- 
mercial banks and other lenders 
face a task of great responsibility. 
They have to follow a course be- 
tween the twin evils of excessively) 
liberal or unnecessarily restrictive 
lending policies, either of which 
would be injurious to the defense 
effort. 


Stock Market 


N INVESTOR who looks only at 
A the surface flow of the stock 
market has had much to perplex 
him. He has seen prices moving 
down on the prospect of peace in 
Korea, just as he saw prices fall 
the Korean 
year ago. 

Where. the investor can ask, is 


when war started a 


there logic in a performance such 
as the market staged in June and 
July until a rally occurred? 

To lay most weight upon the 
Korean situation as the dominant 
market influence would be to over- 
look some strong sub-surface forces 
lately affecting sentiment. Also. to 
overstress Korea would be to for- 
eet what was evident in the market 
before 


made. 


cease-fire overtures were 

The recent price trend. as meas- 
ured by the Dow. Jones averages, 
suggests a rise of investor caution. 
By and large. with world affairs in 
the state they are, this was not sur- 
prising: and it may be said that 
business events at home have been 
stock-taking 
since spring arrived. 

The “discounting” of profitable 
enterprise during the first quarter 
saw industrial stock prices exer- 


causing some ever 


cise a firm tone during April. but 
then a change began. 

This year’s highest point for the 
industrial average was set at 
263.13 as recently as May 3. In 
just about eight weeks it was down 
to 245.92 on July 3. That was a 


fall of approximately 61 per cent. 

The railroad average, from 
90.08 on Feb. 5. receded jerkily to 
72.39 on June 29, a recession ol 
close to 19 per cent. The main 
point of these statistical references 
lies in the fact that, for both the 
industrial rail 
ereater part of the price declines 
occurred before Malik, 


set the wheels going 


and eroups, the 
of Russia. 
toward a 


cease-fire. 
Peace Proposals of the Past 


Proposals to stop the shooting 
have jolted the market before. al- 
though they rather 
than the chief factors in big mar- 
ket reversals. During World War 


I occasional 


were jolts 


rumors of German 
call off the conflict 
caused dents. some of them severe. 
in the bull market. Looking into 
history more deeply. victories by 


feelers to 


the Northern armies caused more 
than a few slam-bang slumps in 
the tumultuous stock market of the 
1860s. On the other hand South- 

Civil War 
when Japan 
August, 1945. 
upward 


victories in the 
But 


ern 

lifted 
surrendered — in 
stocks 
course which did not slacken for 
about a 
other 
market besides a turn from peace 
toward war. or bright hopes for 


prices, 
maintained — an 


vear. In other words. 


forces are at work in the 


peace during a war. 
Possibly more important than 
military changes. 


from a_long- 


1] 














range viewpoint, is consideration 
of another vital change—a change 
in the business situation. Peace- 
time business, industry and trans- 
portation are one thing; war-time 
activity is something else, and 
precedent shows that, often but not 
always, military fortunes influence 
an unsettling reversal which does 
not, of itself, last long. 
Sufficient reasons for 
caution can be mentioned: 
The long delay in passing a new 
income and excess profits tax bill, 
with Administration and Con- 
gress ideas about method and proj- 
ected results far apart; conflicting 


investor 


Arguments, too, in some vocal 
quarters that once peace comes in 
Korea (or even before), the re- 
armament task may be slowed 
down. 

But investors in stocks for in- 
come have had, thus far into 1951. 
little to bother them so far as divi- 
dend payments go. Increases have 
far outnumbered decreases among 
dividend-payers listed on the New 
York Stock Exchange. Stock split- 
ups are still in the news. 

The stock price decline has 
edged yields somewhat higher than 
they were three months ago. The 
accompanying statistics show sam- 
ple yields of a group of medium 
long-term dividend payers. 





estimates about price controls, 
“roll-backs,” ceilings and so on. 
SAMPLED 10- 
Yr. Div. 
Began 
Allis-Chalmers Mfg. Co. 1936 
Aluminium Limited . 1939 
Anaconda Cop. Min. Co. . 1936 
Armco Steel Corp. . 1940 
Atlantic C.L.R.R. Co. . 1941 
Bendix Aviation Corp. . 1939 
Bethlehem Steel Corp. 1939 
Bigelow-Sanford Carp. Co. . 1939 
3. €. Case Ce. . 1940 
Crane Company 1939 
Deere & Co. . 1937 
Douglas Aircraft Co. 1938 
El Paso Natural Gas Co. . 1936 
B. F. Goodrich Co. 1939 
Gulf Oil Corp. . . . . 1936 
Hooker Electrochemical Co. 1937 
Montgomery Ward & Co. 1936 
Radio Corp. of America 1940 
Tide Water Assoc. Oil Co. 1936 
United Aircraft Corp. 1936 
United States Steel Corp. 1940 
a) Adjusted. 





To 15-YEAR DivipEND PAYERS 


1950 % Yield 

Cash Div. ’51 High Recent on Rec. 
(incl. extras) Price rice Price 
$3.25 473, 40 8.0 
3.45 100% 85 4.0 
3.00 4434 38 7.9 
4.00 51% 37 10.8 
4.00 82 62 6.4 
5.00 59% 47 10.6 
4.10 60 47 8.7 
2.00(a) 2414 (a) 20 10.0 
7.34(a) 681%, 63 11.6 
2.60 353% 31 8.4 
5.50 68 59 9.3 
3.13 (a) 54% (a) 43 YF 
1.25 28% 27 4.6 
2.17 (a) 5814 53 4.0 
2.00 (a) 50% 48 4.2 
2.00 561% 55 3.6 
3.00 74% 68 4.4 
1.50 21 21 7.1 
1.90 3856 35 5.4 
1.67(a) 4114 27 6.2 
3.45 47% 38 9.0 
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Public Relations 
Opportunities 


in the Financial Community 


By T. 


Sy INDUSTRIES in America to- 
day possess a greater unrealized 
public relations potential than the 
securities business. 

Unlike many American busi- 
nesses the securities industry man- 
ufactures no products, but for the 
product it does sell—securities— 
it sets high standards of integrity 
that they must meet. From its pro- 
duction lines come no cars, air- 
planes. refrigerators, radios. or 
other modern conveniences upon 
which so many other businesses 
build their reputation for integrity. 
quality and performance. But from 
its efforts flow a great deal of the 
capital that makes this output pos- 
sible. 

The securities industry’s “prod- 
ucts’—stocks and bonds -—— are 
called upon to meet rigid require- 
ments in order to be listed. for ex- 
ample. on the New York Stock 
Exchange. So, while securities men 
do not have the same complete con- 
trol of the product from raw ma- 
terial to consumer as, say, a manu- 
facturer of automobiles, they do 
exert an important influence on the 
product’s character. 


J. Ross 


The securities industry may be 
somewhat unique in this respect 
but it shares in common with other 
industries a second major area of 
public relations concern. This is 
the area where business seeks to 
convince people of the integrity 
of its management. It is one to 
which businessmen are devoting a 
considerable amount of research 
and investigation. It is a field of 
some complexity because it is 
tightly bound up with matters of 
management intent. of opinion, 
and of judgment. 


Public Acceptance 

But. while they may be more 
complex, problems in this field, 
too, can be solved. The public’s 
acceptance of a corporation is, in 
many respects. quite like society’s 
acceptance of an individual. Man- 
agement generally has found that 
a fundamental idea we all apply in 
day-to-day living is just as appli- 
cable to corporations as it is to 
individuals. This idea, simply 
stated, is that ordinarily the more 
people know about you, the more 
they like you. 


13 














One phase of the problem. then. 
is information. 
The 


faced public relations considera- 


financial community has 
tions in both of these areas. first. 


“product” acceptance. and, sec- 
ond, convincing the public of the 
integrity of its management. That 
it is making definite progress to- 
their solution is 


ward encourag- 


ing, 
Many Potential Investors 


By and large Americans do not 
yet comprise a nation of investors, 
but many of them would like to 
be investors. 

Nearly two million people have 
asked for a pamphlet with the com- 
monplace title of “Investment 
Facts About Common Stocks.” 

\round a half million copies of 
a 6.000-word advertisement titled 
“What everybody ought to know 
about this stock and bond _ busi- 
ness.” have been requested. 

Thousands of men and women 
filled enroll- 


ments across the country to over- 


have investor class 
flowing. 

One of the main reasons why 
more people do not make common 
stock investments is that they sim- 
ply do not know enough about 
them, and about the people who 
sell them. It is significant that a 
large majority of the general pub- 
lic has no opinions with regard to 
securities: they presumably could 
be convinced either for or against 
them. 

It would be difficult to find any 


\merican industry which ever 
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Ross _ is 


ner of the firm of Ivy Lee 
and T. J. Ross, public rela- 
tions consultants to the New 
York Stock Exchange and 
consultants on both public 
and industrial relations to | 
many leading industrial cor- | 
porations. | 
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faced so great an opportunity to 
do so much for so many. Nor are 
there industries so well 
equipped with talent as the securi- 


ties business to accept the chal- 


many 


lenge of this opportunity. 
Their Own Best Ambassadors 


Most securities men are sales- 
men. If they were not they would 
not long survive in their highly 
competitive business. Their sell- 
ing abilities are proven. They daily 
see and meet people. They are their 
best for their 
firms. for themselves, and for the 


own ambassadors 
industry. 

Is the industry using these men 
to the best advantage in an or- 
ganized way to broaden the infor- 


mational effort on securities——and 
on the securities business? Certain 
organizations within the industry 

to date they are all too few— 
have turned some of their best 
talent and much of their time, 
money and energy to the task of 
taking the mystery out of stock 
ownership. I have yet to hear of 
one that regretted its action. There 
is little doubt that their pioneer- 
ing efforts have aided the industry 
generally. 

Deserves First Priority 

(ny actions tending to make se- 
curities more understandable to 
the potential investor deserve first 
priority. And it is well to keep in 
mind just who this potential inves- 
tor is. The investor-to-be we talk 
to today is not the man we would 
have talked to some years back. 
He is unlikely to be a millionaire. 
He is, instead, a man of moderate 
means. He is the butcher, the 
baker, the professional man, and 
the farmer. We should make our- 
selves understood by him in non- 
technical language. 

Surveys disclose that fear and 
distrust. companions to misinfor- 
mation and ignorance, are two 
forces to be reckoned with in in- 
teresting new investors. Impres- 
sions of what occurred in the late 
twenties have not been completely 
dissipated by knowledge and un- 
derstanding that. with present-day 
safeguards and regulations. the 
possibility of such future happen- 
ings has been greatly reduced. 

It should be broadly known that 


the high ethical standards under 
which the industry operates today 
are self-imposed. Some 
public understanding should be 
achieved of the safe- 
guards erected, and the continued 


largely 
elaborate 


vigilance exercised, in the inves- 
tor’s interests. More progress can 
be made in acquainting the public 
with these measures. 

In the field of corporate public 
relations it has been said that there 
two fundamental considera- 
tions that must be observed if a 


are 


corporation is successfully to seek 
out public approval. 
These are: “Live right. Then tell 
about it.” 


and win 


Start Has Been Made 


For the financial 
community has been living right. 
But it hasn’t always been telling 


many years 


about it. In recent vears. through 





“The securities business sets high 

standards of integrity for the prod- 

uct it sells.°—Research at a Stock 
Exchange member firm. 
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the efforts of the New York Stock 
Exchange. other Exchanges in the 
country, the Association of Stock 
Exchange Firms, other organiza- 
tions of securities businessmen 
and some individual firms, the 
financial community has begun to 
be more articulate. It has been a 
good start. The results have been 
encouraging in terms of public 
response as compared with the in- 
formational programs of many 
other American industries. But 
really only a start has been made. 
The race lies ahead. 


The Story Is There 

This is a two-fold informational 
effort. One part deals with the need 
for the financial community to 
convince the public of the integrity 
of its industry, its management 
and its operations. The basic story 
of the safeguards which the com- 
munity imposes for the best in- 
terests of the investor, and the high 
standards of conduct practiced 
within the industry, is there for the 
telling. 

The second part of the effort 
deals with telling about it in a 
way that will encourage larger 
segments of the American public 
to seek ownership of securities as 
a fundamentally good investment 
in their own behalf, and in the best 
interests of preserving the Ameri- 
can enterprise structure and the 
enviable standard of living it has 
enabled us to achieve. 

To carry out the first part, the 
New York Stock Exchange can 
lead the way on a broad national 
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basis. Other Exchanges, and other 
wide segments of the community, 
can localize the effort further. This 
is not an eastern effort alone, or 
mid-western, northern, southern or 
western undertaking. It is truly a 
national, not a sectional program. 

For the second part, ultimate 
success lies in the hands of the in- 
vestment houses, their individual 
managements and their personnel. 
There is nothing that can effec- 
tively supplant the community and 
local activity that member firms 
can contribute. 

There is no better statement of 
this program’s objectives—and its 
opportunities—than that given at 
the time of its inception by Emil 
Schram, recently retired president 
of the New York Stock Exchange. 
He said: 

“It is a big task on which we 
have just started. But it is well 
worth the doing. For there is no 
escaping this truth—what the pub- 
lic misunderstands it distrusts, and 
what it distrusts cannot survive. 
Conversely, what the public un- 
derstands, it likes . . . and public 
liking is an asset beyond all cal- 
culation.” 


Statistical and other factual informa- 
tion as well as comment regarding any 
securities referred to in THE EXCHANGE 
have been obtained from sources deemed 
to be reliable, but THE EXCHANGE as- 
sumes no responsibility for their accur- 
acy or completeness. Neither such in- 
formation nor any reference to any 
particular securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 









Galloway 


PPAHINKING of common stocks as 
| (pasoonliend it is no trick at all 
to select front-rank issues. 

If that seems like too broad a 
claim, take a look at the records 
and find the proof. 

Fifty or more stocks listed on 
the New York Stock Exchange 
qualify for a “super” rating by rea- 
son of exceptionally long-continued 
dividends and supporting growth 
of property values. Fully one hun- 
dred others would crowd them for 
recognition because of uninter- 
rupted annual dividend records for 
20 years or longer and the expand- 
ing productive assets behind them. 

Names of leading corporations 
whose common stocks are owned 
by millions of people for the divi- 
dend income they pay are house- 
hold words. American Telephone & 
Telegraph Co.. General Electric 
Co., General Motors Corp., several 
Standard Oil Companies. Du Pont, 


Exploring 
Low-Priced 


Stocks 


American Can Co.. and Texas Co.. 
to mention a few. These companies 
produce goods and services which 
are part of American living. Their 
dividend payments are taken for 
granted, although the size of divi- 
dends may, and sometimes does, 
change. 


No Problem with Leaders 


No common stocks are free from 
risk to their owners. But. going to 
historic records, the investor who 
decides to apply surplus income 
regularly to the acquisition of 
stocks has a wide range of securi- 
ties with enviable dividend records 
from which to choose. 

The real knack for successful 
investing comes into_play when the 
investor moves off the beaten track. 
diverging from the 20-to-100-year 
dividend payers in a search for 
logical prospects. 

One of the ablest common stock 


17 








investors known by the writer has 
not employed his funds among top- 
drawer stocks for 25 years. And in 
this quarter century, he has built 
really substantial resources and a 
large dividend income. His con- 
tinued study of corporate reports 
and business news has been noth- 
ing short of monumental. To illus- 
trate. the 
growth of a medium-sized western 
company, listed on the Stock Ex- 
change. attracted him. He was able 
to arrange an interview with the 


earnings and _ assets 


company’s president. went from 

New York to Chicago for what he 

expected might be an hour's talk 
. and stayed three days! 


Patience Rewarded 


Several of the company’s plants 
in Chicago and nearby cities were 
visited, manufacturing and mar- 
keting processes were viewed at 
close range; and the resultant pur- 
chase of 1,000 shares of the com- 
pany’s stock, which then was pay- 
ing small dividends. saw a large 
capital appreciation and increased 
dividend return a few vears later. 

This after similar 
painstaking inquiry, became inter- 
ested in a big financial way in a 
listed baking company, when the 
stock was “kicking around” be- 
tween $2 and $5 a share, the full 
1942. Patience 
paid off. The stock is currently 
selling around $19 a share. The 
dividend has risen from nothing in 
1942 to $1.60 a year. 

Another example is supplied by 
an investor who for years has, in 


investor. 


years range in 
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his own words, “bought stocks no 
one else wants.” This case deals 
with a company manufacturing 
and selling heating gas in one of 


America’s largest cities. 


Varying Course of Dividends 


The 1930s brought hard times to 
the company. After 18 years of 
annual dividend payments, the 
dividend was omitted in 1941, The 
common stock sold as low as $7 a 
share in 1942 and about $9 a share 
in 1943. The dividend became in- 
termittent for several years, but in 
1949 the distribution was $1.30, in 
1950 it was $2, and recently it was 
raised to a $3 annual rate. The 
stock has been selling around $44 
a share. 

There is ample ground to main- 
tain that a wide, logical area for 
investment research always exists 
among low-priced stocks. The in- 
vestment researcher would devote 
study to a single industry, the com- 
panies comprising it, then select in- 
dividual of low- 
priced stocks would be discarded. 
They would be the chronically low- 
priced stocks; those of industries 
which appear to have passed the 
peak of their dynamic growth. 

It is a fair statement that, in suc- 
cessful common stock investment. 
hours are spent on the study of 
industries, their trends over long 
periods, their relationships to pop- 
ulation growth, the ability they 
show to develop new products. 
Once the dynamic qualities of an 
industry are grasped, stock selec- 
tion becomes far removed from 


issues. Scores 


a hit-or-miss type of enterprise. 
The accompanying table illus- 
trates (with no thought of suggest- 


on the New York Stock Exchange 
which were either “junior” con- 
cerns in their field. or new to the 
market. not long ago. 

—WILLIAM W. Craic. 


ing purchases or sales) some sam- 
pled experiences of common stocks 











Exuisir OF TREND oF Low-Pricep Stocks 
AMER. HOME PRODUCTS CORP. 
1942 1944 1946 1947 1948 1949 1950 
Migh . 6 « © $167 $25.50 $43.33 $34.13 $26.75 $32.38 $34.75 
Low 12.29 21.67 30.00 20.88 24.25 27.00 
EFarn.t 1.67 1.74 2.31 2.36 yA a 3.06 
Div. - 0.80 0.90 1.02 1.45 1.70 2.00 
COMMERCIAL SOLVENTS CORP. 
High . . . . $10.25 $18.38 $32.25 $26.75 $29.38 $20.75 $24.25 
Low <o = tee 14.50 19.00 20.12 16.00 13.63 15.63 
Farn.t 1.27 0.96 237 3.44 2.10 1.28 1.96 
Div. 4 0.60 0.75 1.00 1.50 1.50 1.50 1.25 
LION OIL CO. 
High ° $ 3.19 $ 5.56 $12.19 $17.50 $27.75 $33.88 S44.8% 
Low os 2a 1.44 6.94 9.69 14.13 19.00 28.13 
EFarn.t 0.52 0.84 1.69 1 5.00 3.89 5.98 
Div. ‘.% 0.25 0.25 0.39 0.88 1.38 1.50 1.8 
WARREN PETROLEUM CORP. 
High ee Listed on $19.50 $76.25 $34.75 $22.88 $29.88 
Low - « « New York Stock 9.25 15.59 19.50 14.00 15.25 
EMS «4 & @ Exchange 0.93 1.11 5.02 1.10 2.63 
Div. sa May. 1945 0.40 0.40 0.80 0.80 0.80 
AMIER. VISCOSE CORP. 
High $16.75 $24.50 $39.00 $30.00 $35.75 $37.00 $64.50 
Low 11.00 19.75 24.25 20.56 23.38 24.94 32.19 
Earn.t 1.60 1.14 2.93 1.48 6.82 1.66 7.83 
Div. ~~ 1.00 1.00 1.00 1.00 2.25 2.00 2.50 
CELANESE CORPORATION 
High $11.75 $16.05 $33.40 $28.88 $39.50 $34.75 $47.88 
Low 6.00 12.65 18.75 17.25 22.00 23.50 29.63 
Earn.t 1.37 1.15 2.36 3.8 6.61 3.19 6.39 
Div. 0.80 0.20% 0.90 1.30 2.20 2.40 2.55 
¢ Per share. 7 Plus stock dividends. Among stocks which have been split since 
1940, prices, dividends and earnings are adjusted to the change. 
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STANDARD RAILWAY 
EQUIPMENT 
MANUFACTURING CO. 
1,385,000 Shares 
Common Stock, $1 Par 


Ticker Symbol: SRY 








PARKS FROM 
S LOCOMO- 
TIVES used to 
burn holes in 
the 
freight cars, 
out of 
protective 


roofs of 


and 


measures grew 





a business. 
Standard Railway Equipment Man- 
ufacturing Co.. successor to a num- 
ber of concerns dating as far back 
as 1889. steel 


steel ends. for freight cars. now 


makes roofs. also 

turning out 85 per cent of such as- 

semblies in the United States. 
Other 


yroducts are 
l 


principal 





FF Se A fh at 


Giant press stamps out box car ends. 


"0 





freight car coupler devices, “pan” 
doors for hopper cars, metal floor 
protectors and paneled sides for 
coal-carrying gondolas. 

The company’s unfilled orders, 
reported as the largest ever on its 
books. currently exceed $30,- 
000,000, the result of heavy rail- 
road buying since the start of the 
defense program. 
products. car repair and rebuild- 
ing constitute a continuous source 


Besides new 


of business: and recently Standard 
Railway Equipment developed a 
new machine for truing-up die- 
sel locomotives and wheels 
without removing them from their 


axles, 


car 


Some railroads build their own 
cars. although most of them buy 
from car building concerns. such 
as American Car & Foundry Co. 
the Co. When its 
products are not ordered by the 
railroads. themselves. the Standard 
organization sells direct to car 
builders. Sales in 1950 of all prod- 
amounted to $19.447.000. 
with $17,293,000 in 


and Pullman 


ucts 
compared 
1949. 

The $2.047.037 net income last 
vear was equal to $1.88 a share 
of stock. compared with $1,- 
661.337, or $1.66 a share in 1949. 
The dividend of $1.70 a share in 
1950 consisted of $1 regular and 
70 cents extra. In 1949 the 
“regular” rate and 60 cents 
were paid. 


same 


extra 


The company has about 7.500 
stockholders in 46 states. the Dis- 
trict of Columbia, Canada and 
Hawaii. 





Why 
“Odd” Lots? 
oe As 


subscriber. 


4 10-TO-20-SHARE INVES- 
TOR.” writes an EXCHANGE 
“it sort of roils me to 
hear my stock called an ‘odd-lot.’ 
Seems as though the term makes a 
10-share certificate a poor relation 
of Astorbilt’s ten thousand shares. 
Is it so considered by brokers?” 
You bet it isn’t. not by mem- 
bers and member firms of the New 
York Stock Exchange. A customer 
is a customer. whether his interest 
is in “odd” or “round” lots. The 
dictionary odd-lot 


* 6 BS 


describes an 
precisely. Says Webster's: 
ing other. commonly less. than the 
usual unit in transactions: as. to 
buy shares in odd lots.” 


Since the point has been raised 
we might see how odd-lots get that 
way. why the description has had 
a place in stock market terminol- 
ogy for generations. First, why is 
there any unit of dealings at all on 
the Exchange? As well ask. why is 
American currency 
multiples of 10 such as the 
nickel (one-twentieth of a dollar). 
the dime (one-tenth of a dollar). 
the quarter (one-fourth of a dol- 
lar) -with the dollar standing as 
the basic unit? 


divided into 


Simply. to aid in easy calcula- 
tions and quick figuring. 

Long ago. the 100-share “round” 
lot (a few stocks are dealt in in 


10-share units) was found by prac- 
tice to be fitted to the great bulk 
of business on the Stock Exchange: 
also 100 promoted quick figuring 
in keeping accounts. In general. 
brokers on the Exchange floor 
handle nothing but round lots. 
Growth of 
brought 


small transactions 
forward the “odd-lot” 
dealer, who makes it his sole busi- 
ness to act as a dealer in the ex- 
ecution of odd-lot orders in all 
listed on the New York 
Stock Exchange. He divides 100- 
share lots into smaller pieces: or. 
contra, he buys smaller lots of a 
stock until he has 100 shares and 
then sells a 100-share lot against 
them. Thus he keeps his books in 
balance. 


shares 


Odd-lot dealers do not do any 
business with the public. A cus- 
tomer enters an odd-lot order with 
broker. 
Then his commission broker goes 
to the odd-lot dealer to get the 
stock to fill the order. 

The odd-lot dealer charges a 
slightly higher price than the first 
round-lot sale brings. after he gets 
the buy order . / 


his regular commission 


usually 1/8th 
of a point. That helps to cover his 
costs in splitting up round lots in- 
to smaller pieces: and he charges 
1/8th point less than the next 
round-lot sale when he executes a 
sell order for an odd-lot from a 
commission broker. for the same 
purpose. The extra charge also 
helps to make up for the risk 
which the odd-lot dealer assumes 
when he buys and sells round 
lots for his own account. 





WHAT DO | OWN 
WHEN | OWN A 
SHARE OF STOCK ? 


\ hen you own a_ share of 


stock, you own a share of a business. 


Let’s say you own just one share of 
common stock in an automobile com- 
pany. Then you are an owner of an in- 
terest in that company, in its factories, 
materials, products, even in the skill of 
its workers and management. 


Or let’s say you own ten shares. The 
number of shares you hold measures 
your part of the company—your part 
of the profits it may earn, the dividends 
it may pay, the ownership risks you 
have assumed. Whether you own one 


share or seven or 1,000, you own a 


share of a business ... and to that ex- 


tent it is your company. 


Shares in hundreds of different com- 
panies are bought and sold daily on the 
New York Stock Exchange by people 
all over the country. 


Information about prominent corpo- 
rations, including earnings and divi- 
dend records, is available without obli- 
gation at offices of member firms of the 
New York Stock Exchange. 


Members and Member Firms of the 


NEW YORK STOCK EXCHANGE 
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